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RETURN AND REPORTING REQUIREMENTS FOR LIQUIDATIONS
Theodore M. Garver
There are special return and reporting requirements for liquidations
which should be observed in order to minimize the possibility of conflict
with the Revenue Service.
The Regulations under each of the liquidating sections contain their
own provision for reporting the transaction. Cutting across all types of
liquidations is Regulation section 1.331-1(d) which states that share-
holders receiving property from a corporation in exchange for its stock
shall report all the facts and circumstances on their return unless a distri-
bution is made pursuant to a resolution reciting that it is a distribution in
liquidation and the corporation is completely liquidated and dissolved
within one year after the distribution. The adoption of such a resolution
by a corporation, of course, is not mandatory, but if the liquidation and
dissolution can be accomplished within a year after the distribution, it is
obviously advisable in order to ease shareholder reporting requirements.
It should be noted that liquidations under section 337 will not auto-
matically eliminate the need for full disclosure on the shareholder's re-
turn under Regulation section 1.331-1 (d), because dissolution as well as
liquidation is necessary to eliminate shareholder reporting requirements.
Also cutting across all liquidation provisions is section 6043 requir-
ing a corporation adopting a plan or resolution either to liquidate or
dissolve, to file a return within thirty days (Form 966). In view of the
Treasury's recent emphasis on the filing of such returns in connection
with liquidations under section 337,' it is advisable to file this form in
every liquidation so that the plan will be considered to have been adopted
at the correct time.
The reporting requirements of the various liquidation provisions vary
in the detail required. In the case of a liquidation under section 332
(dealing with subsidiaries) the recipient of liquidating distributions is
required to submit with its return very detailed information, even includ-
ing a list of all the properties received with their cost and fair market
value. Liquidations under section 333 are subject to similar require-
ments.2 If the liquidation is carried out under section 337, the report-
ing requirements for the shareholders are less stringent, but the corpora-
tion must include considerable information on its final return? The
1. See Garver, Liquidations Under Section 337, p. 249 supra.
2. Reg. § 1.332-6 (1955); Reg. § 1.333-5 (1955).
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various requirements of the regulations are detailed and no point would
be served in discussing them here. It is sufficient to note that they
should be examined carefully when the situation arises.
There is a general requirement that corporations file information
returns with respect to payments of dividends, including liquidating divid-
ends.' This is done on Form 1099L.' Care should be taken that these
returns, particularly in regard to valuation of property distributed, are
consistent with the final return of the corporation.
When a corporation liquidates completely, the government will nor-
mally have an extra year in which to assert tax liability because the assets
will have been distributed to a "transferee."6  This means that tax lia-
bility cannot be definitely ascertained for a period of at least four years7
unless something is done about it. It will often be desirable to avoid
this result so that the affairs of the corporation can be completely wound
up in short order. This is possible by making a request for prompt assess-
ment under section 6501 (d). Such a request must state that the
corporation has been dissolved or contemplates dissolution within eighteen
months. If a request for prompt assessment is properly filed, the govern-
ment must assert any tax liability within eighteen months from the filing
of the request. The normal result of such a request will be a complete
audit of the corporation's affairs so that it might not be desirable in cases
where an audit would not otherwise be expected. However, if an audit
is a regular matter with the corporation involved, the best practice is to
file the request. If the corporation completely liquidates and distributes
its assets to the shareholders within the eighteen-month period, the trans-
feree provisions will still apply' and the Government will, in effect, have
two and one half years to assert the tax. Therefore, this request will not
normally be effective in getting a final tax determination before the liqui-
dation is completed in the case of liquidations under section 333 or
section 337.
3. Reg. § 1.337-6 (1955).
4. CODE §§ 6041, 6043.
5. Re& § 1.6043-2 (1959).
6. CODE § 6091(c).
7. Section 6501 (a) of the Code provides in substance that the government may assert tax
liability at any time within three years after the filing of the return involved. Section 6901 (c)
allows one extra year in the case of a transferee.
8. Estate of Arthur T. Marix, 15 T.C. 800 (1950); Anna B. Negus, 22 P.-H. Tax Ct. Mem.
241 (1953).
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